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Growth in Private Foreign Investments

AMERIUAN private investors ndded & record $1.8 billion
to direct investments ahroad in 1952, ¥aising the book value
of these investments t¢ $14.8 billion ot the end of thet year.
Partinl dotn for 1953 indicate that the additions were some-
what smeller but probably brought the total value to weli
over 516 hillion. ig wes an inerense of more than 30 por-
cent over the value &t the end of 195¢ reported in the recent
census published in Foreign Fnvestmends of the Uniled Sintes,
a 1953 Supplement to the Svrvey or Coanent Buaivess.

A idercble part of the continued lnrge amounts added
0 direct investmenta abroad in the poatwar yeurs is attribut-
abla to g::ughm ﬁ basle currant earnings of Joreign subsidi-
aries.' pital fiowe from the United Siatcs reinvest-
ment: of current exrnings incressed sharply in 1952, with the
latter aceounting for more thon holf of the additions to
invegtment in that year.

Gross and net capital outflows

* The date on cepital outflows for 1951 and 1552 given in
detafl in tha aoceompanying toblea are revisions of previous
estimates and are based on the census data for 1950, Simi-
lm-}y datailed dats for 1953 ars not yat available.
n nddition to the uuslmnag dnta on hat capital outflows
is h

for direct investment, it i pful in analyzing 23 in
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thess flows to obtnin infermation on the smount of capital
moving in aach direction. ‘This ean be dons to some extent,
85 in talle 4, from the data ovailable by separating thoss
enterprisss rocalving copital {rom the Unibed Statca parsnt
company from those raturning capital to the United States

1. Bes BonykY or Donrest Buaness, Deoonbar 1983, pp, 8-14,
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parent in the same year, On this basis, the overall inorease
h nat capital outflows from 1951 to 1832 wns due to rising

ot capital outflows, with pross inflows practicolly stable,

ut there wos considernbls variety in the experience of dif-
ferent industrics and aress. A

In manufacturing, the flow in both direotions inecransed,
with the net ontlow rising slightly. However, the gross
mgvement abroad for this indusiry wae down in every aren
but Canoda, where naw investmenis in eluminum produetion
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dominnted the picture. In the other prens net capital out-
flows for monufscturing were 8lso roduced by lorger gross
inflows. This wos particularly true in Latio eTiCo.

The groes Row of eapital for mining investmenks was ex-

dad to record amounts in Canoda end Latin America ag
invegtments in ivpn ore and other propertias raached o prak,
Chapital outflows in the petroleurs mdusécy were up by nbhout
$200 million in 1952, hut the inflow to the Tnited Stotes also
remained high, except for Cnnada, where thera was prace
tionlly no inward movement,

A lerge parvt of the shift in public utililﬁy investments from
1961 to 1962 is connacied with ¢he liguidntion of an invest-
ment in Mexico in 1951, which resultel in an abnormolly
lorgs return flow in that yenr.

- Lorgest expansion in manufocturing

In the 2 years 1851 and 1952 about $1.1 billien was
invastad by American manufaciuring companies in their
forsign plants. ‘Thie wos certainly o record amount for such
a short period and reflected the prowing intarcat in expanded
foreign markets, With this added investment the hook
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value of the foreign enterprises was raised to $4.9 billion at
the end of 1952,

About two-thirds of the ipvestments in 1951-52 wns
financed out of plowed-bnck foreign ings, and the
remnindor rapresented additional capitnl provided from the
{nited States. Reinvested carnings were particularly im-
portant in Canada and Western Europe, whers manufactur-
ing plants heve boen long established. Net capital flowing
across the border to Cannda to monufacturing indpsiries
incrensed sharply in 1952, rellecting the fnoncing of hydro-
sloctria power and other {ncilitica needed for developing new
nluminum capasity. ‘There waa also & larger eapital Aow to
Canadian enterprizes produciag chemicale, paper and sllied
products, and varicus kinds of machinery.

Among ithe countriess of Lantin America, there was
R{nrﬁcruln,rl;.r sherp chonge in menufecturing investments in
axico, with & number of important ent:;an’mes withdrowi
funds in 1952 and also in 1953, possibly reflecting o slackenc
rate-of incrense in industriol productien m Maxico in this
perigd. In Brazil, on the other hend, mannfacturing eapital
entered a5 high rate in 1951 and 1952 as industrial prodwe-
tiwn mounted. To seme exteat this new investment may
have resulted from the blocking of dollar paymants dua io
the parent companies by Brami, end 1863 mvestmonts in
this ¢ountry appear to ba substentially smaller. The rodue-
tion in the capital fiowing to Latin America in 1952 seewrred
m neoly everr major line of :rmnufm’:tuﬁn%; witl: only food

produosts nnd fabricated metals moderately higher

_Jnn;.turjl' 1054
Petroleum investments expanding

Patrolevm investments, after reaching an annual rnte of
about $550 million in the 1947—49 period, including over 50
million punuslly for oil tankers, were raduced to ahont $320
million symuslly in 1950 and 1951, In 1942, howaver, thare
Whe 0 8 upturn, mising the fizare for this yesr to shout
$600 million, and bringi totnl book value of inveatrents
in the patmiaum indugtry nbread ot the end of 1952 to $4.3
billion. Additions to petroleum investments in 1953 were
probably even grenler, with copital outflows in the first 9
months exceeding the 1852 total and retained earnings also

s shown in fable 1, there were differsnces in the mrec
distribetion of the investments, Petrolewn investments in
Canade, iecluding reinvested earmings, ramained aé 5140-
$150 million in each year of the 1950-52 period. 1In Latin
America, on the other hand, there was o sherp change from s
reduction in investments of 380 million in 1950-51, to an in-
crease of §170 million in 1852. Some of the incraase resulted
from higher undistributed eprnings of tanker subzidipries, and
did not go into fixed investment within the sren. To
axtent thesa funds ware remittod to the United States thraugh
intercompony accounds, they apﬁaar in table 3 us capital
inflows, yuinly from Pancme. However, & sigonificant de-
velopment in 1952 was a resumption of investment netiviky
in Venszuela in many phases of the industry, including explor-
ation, pipaline eonstrustion and refinery expansion,
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Talde 2 —Yalue of Unbted States DHrect Private Investments Abwoad, Caplial Movemonts and Undistributed Subsidiary Eoendngs, by
3 Sclecoed Countrivs, 1949-52
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Bouras TF. 8, Department of Commores, Gifles of Dosioass Eoencmibg

Investments in Wastern Europe, notably the United King-
dom, wers nifestad by a veversal of the copita] flow n 1952
after two yoars of substantial capite] sdditions. The small
lurther incremsc in investnents which took place in 1052
resultad entirely from larger reinvesied earninpz. A mejor
expansion in refinery copacity was caried out in Western
Europe in 1950 and 1951 by the petroleum companies, end
s0Ia projeeis werd continuing in 1952 and 1953, Howaver,
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E‘elﬂﬂ the principal expenditures had been made, apnd as
facilitiee went into operntion the foreign BII.I-GI?[‘EB&B
were pkle to begin reducing their indehtedness to the United
States parent companies.

Somewhsat the same situation prevailed in the Western
Furopean depandencics in the Middle East, where petrolsum
investments wero reduced by smoll amounte in 1950-52 In
contrast to tho sizable capital outflows in the sarlier pest-
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wor yenrs when the various properties were being brought
inte production, However, polroleum mmvesiments m the
indepondent Middle Enstesn countries and in the Far East
incroased substantially in 1952. In the Middie East the
i.nt,a:ll:iﬁcnﬁnn of investments reised oil produeection fo rovord
evels. .
The major activity in the For East was the further expan-
sion of refining capacity, but exploration for new oil resturces
algo raquired & considersble smount of capital. Oune of the
results of thess expanditures was the recent discovery of new
oil reserves in Auvsiralia, o )
The far-sighted pestwar forign investment by United
Siates petroleum companies hea undoubtedly besn o major
factor in fagilitating tlfe racovery and axpansion of economin
activity in Europe and nearly every ather part of the world.
Not only did the United States compnnics sbroad increase
their output of crude oit from nearly 400 millien barrels
im ‘1946 to abont 1 billion barrals in 1962, but they also

Boures; (F. B, Departmoak of Commeres, Oifos of Funlmess Erooomica

rovided for moving the oil 4o the consuming arens by pipe-
Ema and tanlcer, and erected the required refining, storage
tnd distribagon fncilities. In addition, by spending very
large sums for exploration and development sompanies
ara locoting new reserves which will provide for consumption
for many ‘vears.

Mining tnvestmenis higher

Capital outflows for mining investments abiond in 1952
were about 3280 million, far higher than in gny previcus

ear. This inveatment was mainly connscted with o few
fn.rge projscta, ulthuu&;h much activity woe carvied out onn
smaller eeale to develop new sourcea of essential row mate-
rinls, The amount of reinvested enrnings waa down from
1961 na enrnings were reduced by price declines of eome
metals and minerals,

e ——r———
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Tahle 4.—Gross Movements of Direot Privats Capital, by Areas and Indosbries, 1951-51 1
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Soimne of the largest investments were in Canade, includmg
the wellkknown projects for developing the iron ore respurces
of Labrador. .Xnothnr larpe investment in 1952 was the
development of Vanszuelan iron ore resources, Capital
outflows for these projects were at & in 1952, but B
pars of this capisal wus nut utilized watd the following year,

Caopital 2ent abrosd to finnnce trade and distribution
enterprises declined in 1952, particulerly in Latin America,
while reinvested earnings remained about the spme ms in
1851. Howevar, thess capital iteme ars cesentially short-
_torm and show considerable snnusl veriation.
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Investiments in other industries continued to show moder-
ate zainsin 1952, Tn agriculturs, capital flowing back to the
United States in 1953 excosded the movement abroad, with
reinvested eemnings aceoun for the small increase in
inveatment. Confinwed price declines in 1952 and 1953 for
some of the more hn[}mrtant ucts produced abroad by
Thnited Btates-owned spricultural facilities, oz well s
unsettled political situsations in some areas, wers deterreats
to any sizable new nvestments. Public uiility companiss
have investing madernie smounts in Lotin Amerion
t0 mept the {r;va need for electric power. The net
anpital inflow shown for this industry in 1851 vwus connected
with the sale of one praperty in Mexico,

Two-thirds invested in Western Hemisphera

In the 1050-52 Eurind, as n enrlier periods of American
direct inveatmant sbroad, the proportion invested in Weatern
Hemisphere countries was mointained at nbout two-thirds
of the total. In 1951 and 1952 about $2 billwn was added
to direet investments in thase conntries owt of totel ndditione
of & little over $3 billion. By the end of 1850 the value of
mvegiments in thia aren alone sxceeded the value of all
direct investments abroad in 1043

Direct inveatmnenis in Canada reached o record rate of over
$600 million in 1952, It appenrs thot there will he zome
redugtion in eapitsl flowing to Canada zs tha finenecing of
some <f the very lorge mining and petroleum ventures hos
been largely accomeplishad, while much of the moanvfacturing
investmant is finnneed out of enrnings.

Th%;ata_nf l%iggch in?gauul:nn;ntg. }n Lotin Amer&c:n. wushalw
vary mn , partic or mining and petrolanm
nntarprlg];a. The lorgest increnses in investment in thot
i\'-::le:nn.r were in Brozi] and Venezuels. By the end of 1052 the

ook velus of United Stntes dirast investments in each of
these coumities was over $1 billion,
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Additions to divest investments in Western Europe were
reduced in each yeor from 1950 th;‘g{llgh 1852, mainly
beeause of the decreasing need for United States funds for
the econstruction of petroleum refineries. Thers wns o

mnled chenge in capital flows from 1851 to 1952, with n

largo incronge in the amount sent back to the United States -

by companies reducing their investments and & drop in the
amoynt being invested in Ewope by thoss compnnies
CRIrFi et further Investments. Invesbmeonls cubt of
reimned eernings remained high, howover, 5o that by the
end of 19562 Umted States divect investments in $he Tnited
Kingdom worc slso valued at over $1 billion.

Investment activity by United States companies in other
arcos was considerably higher in 1952 than in the previous
two years. The wenswed investment in Middle Eastern
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potroleum has already been discussed above. Other couvn-
tries where investments are gf} forward, 2s shown in table
2, includa India, Japan, the Philippine Republic, the Union
of South Afvica and Australip,

Portfolio investments remain Iow

Privete investments in foreign bonds nnd stocks and
various types of clams or assets with o mamuity of more
thon one yeor, have had & minor attraction for icon
investors in the poatwar yenrs. The rate of portiolio eapital

outflows declined in each yeor from 1960 through 1952 and
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in 1852 cbauﬁlad into o net return of eapital from sbroad.

Much of this portfolin lending in the 1950-52 pariad
has been directed to Canade which received nbont 60
percent of the neady $1 billion net new investment. In
this period_n substentiasl number of bond issues have besn
sold 1n the United Statas by Canadian provinees and munioi-
palities to finanee a wide variety of projects, and Conadien
corporatione have alep sold l;gair eommen etock in the
United States in sizeble smounts. However, o large part
of the recent capital movement to and from Canada hns
been associated with the short-term fluetuations of exchangs
rates and bond yields rother than with more permanent
invegtmenis. '

Amarican private investors have nlse provided a sizable
amount of financimg for the Internati Bank for Recon-
struction and Daovslopment hy buying the bonds of that
inatitution. The Interpationnl Bank is slec finding that
foreign governments snd other investors in recent yanes harve
incrensed their participation in the Berlc's ﬁnnnoinﬁs‘by pur-
chwﬁl:lg both foreten surrancy and U, 8. dellar bon

Azide from the Yiort.fnhn copital going te Canada nod the
Intarnationsl Bank the outfiow hos been sporadie and for
rather special purposes, including sales of honds of the
Cravernment of Israsl and & fully gecured apecial bank loan
to Franca in 1850. There tre no indientions as yet that port-
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jolio copitel outflows con be expected to increcse matarinlly,
although there have been & number of favorable develop-
ments 10 tha position of outstanding dollar bonds,

bonds held in the United States in default and not now cov-
ored by ngroements Lhad & par value of $103 million ouk of o
total por value for foreign bonds held in the Unitad Statas
of $2.6 billion at the end of 1982.



